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Abstract

This report analyzes the balance sheets and incore statements of local farm supply
and marketing cooperatives, comparing 1999 and 1998 and trends over the past 10
years. The data represent four cooperative sizes and types. Conmmon-size income
statements and balance sheets compare dif ferent cogperative sizes and types. Trends
for major balance sheet and incore statement items and ratio analysis compare and
oatrast cocperatives by size and type.
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Preface This report studied the financial statements of local coogperatives, comparing 1999,

1998, ard the past 10 years. Trends of major balance sheet and income statement
itars as well as financial ratios are presented for four cooperative sizes ard types.

The information provides cooperative menagers and boards of directors with a basis to
canpare their cooperatives' historical performmence with representative cooperative
deta.

The author tharks the cogperatives that provided their financial statements to RBS
g=f fers who helped meke this report possible.
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Highlichts

Financial statements of 512 local farm supply and marketing cooperatives were used
for this report. The statements of 291 cooperatives were used to conmpare 1999 to
1998, while those of 512 coogperatives lodked at trends over the past 10 years.
Cooperatives were divided into four groups based an their mix of net sales between
supplies sold and farm products marketed. They were also divided into four size cate-
gordes, based an their total sales volure.

From 1998 to 1999, average net incore and net sales for all cooperatives decreased
13 percent and 6 percent, respectively. In 1999, averace ret sales for all cogperatives
studied was $13.1 million. More than 42 percent of the cogperatives studied were
gmell cogperatives--sales of less than $5 million.

In sore instances, cooperatives were prdoably one of the comumity's larger enploy -
ers, enploying an average 26 full-time and 14 part-time employees with an average
arwal payroll of $856,541.

Total sales were down 6 percent. Although petroleun products and fertilizer were the
two principal farm supplies sold, total farm supply sales were down 3 percent.
Marketing activities (meinly grains and oilseeds) provided 43 percent of sales but was
also down 14 percent for these cooperatives.

Average total assets grew about 5 percent between 1998 and 1999, fueled by "other"
farm sugplies. Tofinance the growth in assets (mainly inventaries), total lidbilities grew
14 percent while owner equities increased anly about 1 percent.

Interest expenses, although less than 1 percent of net sales, increased by 7
percent-the same percentage increase as short-term debt used to finance irwventory
buildup. Even with an increase of 372 percent in patranage refurnds received, local
savings and net incore were still down 11 percent and 13 percent, respectively.

Financial ratio analysis was used to lock at 10-year trerds for the 512 cooperatives in
the data base. The financial ratio aralysis revealed these findings:

e The arret ratio (arrent assets/arrent lisbilities) was fairly steady at aroard
1.5 between 1990 and 1999, with a slight downtum in 1995. The quick ratio
(curent assets-irventary/arrent lidbilities) mimicked the arrent ratio’ s trard.

e Total debt ratio pesked at 0.47 in 1996, but then plumeted in 1997.

e The fixed-asset-tumover ratio, a measure of asset use, averaged at least 8
between 1991 ard 1995 (i.e., net sales were at least eight times the property,
plant, ard equiprent levels) . This ratio was at its lowest in 1999 at 6.53.

e Return on total assets measures the rate of returm on total investments. The
ratio was at its lowest point (6.86) of the 10 year-periad in 1999.

e Retum an total equity before taxes grew fram 1995 to 1997, hut declined to its
lowest point at 8.32 in 1999.



Analysis of Financial Statements:
Local Farm Supply, Marketing Cooperatives

Beverly L. Rotan
Rural Business-Cooperative Service
U.S. Department of Agriculture

This report analyzes the financial statements of
291 local cogperatives for use as a measuring tool by
cooperative menagers, directors, and members for
their local’s goeration. Ratio aralysis ard trends are
discussed. The information is sub-divided into four
cooperative sizes and types.

Farm supply sales (petroleum, fertilizer, fesd,
etc.) of local cogperatives averaged $7.4 million in 1999
while marketing sales averaged $5.7 million. Grain
(com, wheat, soybeans, etc.) made up of 98 percant of
total marketing sales. Incore fram services (product
delivery, fertilizer gmplication, grains and oilseeds
hauling ard storage, etc.) averaged $0.5 million.

Local agricultural cogperatives played a vital rale
in providing goods and services to their menber-
patrans and the rural community. These cooperatives
paid an average of $48,000 in ammual property taxes,
averaged 26 full-time and 14 part-time employees, and
had an average annual payroll of $856,000.

This study focuses on the balance sheet, income
statement, ard finencial ratios derived from these
statements.

Profile of Respondent Cooperatives

USDA’'s Rural Business-Cooperative Service
(RBS) anmmually surveys farmer cooperatives and use
the data for reports such as this. For this report, a
cogperative had to sell sore farm supplies, those that
exclusively marketed members' products were rot
included. In addition to selling farm supplies, coopera-
tives also had to provide an armual report that had a
detailed incore statement.

The RBS database has 512 cooperatives. This
report focused on the 291 that provided information
for both 1998 and 1999. When locking at long-term
trends (1990 through 1999) in the financial ratio amaly-

sis section, all 512 cooperatives were used to dotain a
more carplete understanding of the local coopera-
tives' husiness.

Cooperative Size—Cooperatives were grouped into
four sizes by sales volure, using actual figures. Sles
grapings in this report were the sane as in prior
reports. Product mix was ignored in classifying size--
small, medium, large and super--because size may be
related to the cooperative’s product mix. For exanple,
a cogperative with $10 million in sales that exclusively
marketed grains and oilseeds could be considered
small compared with similar marketing organizations.
But, a strictly farm supply coogperative with sales of
$10 million could be quite substantial.

Cooperative Type—To acoomt for dif frences in
operations and orientation based on product mix,
cooperatives were placed in four descriptive
categories: 1) farm supply; 2) mixed farm suoply; 3)
mixed marketing; and 4) marketing. They closely
represent business gperatians of these cooperatives as
sumerized in table 1.

This report focuses on cooperatives handling
farm supplies-62 percent in 1999 sold anly farm sup-
plies; 17 peraat of fered mixed farm supplies; 16 per-
cent were mixed marketing; and 5 percent were purely
merketing (table 2) . Of the respondents, 42 percent
were smell; 26 percent, medium; 20 percat, large; arnd
12 peroent, super. Both types of marketing coopera -
tives tended to be larger while most farm supply coop-
eratives were gmell.

Tre first part of this report focuses an the 291
aoperatives. In the financial ratio amalysis sectians,
data between the years were not completely compara-
ble in that the same cooperatives did not respond to
the CS survey every year ard may not be statistically



Table 1-Size and type definitions used for respondent cooperatives

Cooperative size Definitim Number

Small W to $5 millim in total sales 122
Medium $5 million to $10 millicn 75
Large $10 millicn to $20 millim 59
Super $20 million and more 35
Cooperative type
Farm supply total net sales from farm sugplies 180
Mixed farm supply from 50 to 99 percent 49
Mixed marketing from 25 to 49 percent 48
Marketing less than 25 percent 14

Table 2-Respondent cooperatives by size and type

Cooperative size

Cocperative type Small Medium Large Super Total
Number Percent
Farm supply 104 45 24 7 61.86
MIxed farm supply 7 14 14 14 16.84
Mixed marketing 6 12 6 14 16.49
Marketing 5 4 5 0 4.81
Bercat of total 41.93 25.77 20.27 12.03 100.00

valid to draw industry-wide conclusions. However,
the sanples are large ard do represat a cross sectim
of cooperatives selling farm supplies and marketing
grains ard oilseeds throughout the United States.

Sales Mix-Respanding cooperatives fell in to
five major farmm supply and two marketing categories
(teble 3). Betroleum was the dominant production
supply item sold by small and medium-sized
cooperatives. Sales of gmall cooperatives, the most
numerous, averaged $2.6 million in 1999. Farm
production supplies represented the bulk (87 percat)
of their sales. As cogperatives grew in size, the
importance of farm supplies declined (77 percat far
medium-sized cooperatives, 73 percat for large, arnd
43 peraatt for super) .

Sales of mixed farm supply cooperatives aver -
aged $15 million, with $11 million in exclusively farm
supplies. Petroleum was the most important farm sup-
ply item sold, with feed second. Feed sales, however,
decreased 6 peraat fram 1998. Grain sales decreased 9
percent. Average sales of marketing and mixed mar-

keting cooperatives were $26 million and $24 million,
regpectively, and much larger then both categories of
farm supply cooperatives.

Balance Sheet Analysis

The kalance sheet of a local cogeerative states its
financial position at the end of a 12-month fiscal year.
The lalance sheet represents the cogperative's assets,
liabilities, mamber equity, ard their mitual relatiom -
ship. The balance sheets of these 291 local cooperatives
shows typical levels for assets, lidbilities, and menber
equities far dif frent sizes ard types.

Table 4 conpares common-size balance sheets for
all respondents for 1999 and 1998. Appendix tables 1-4
show common-size balance sheets by size and type for
1999. Each acconnt is listed as a peroentage of total
assets. Tre dollar amount of total assets is listed at the
bottan of the table. By cogperative size, total assets
ranged fram $1.7 million for srell to $18.5 million for
Super -size cogperatives. By type, total assets were $4
million for farm supply, $8.8 million for mixed farm
supply, $11 million for mixed marketing, and $10.6
million for marketing.



Table 3-Average farm supplies sold and products marketed as a percent of total sales,

and change from 1998 to 1999

1998

Change

1999 1998 to 1999

Farm supplies sold:

Feed 10.07
Seed 1.32
Frtilizer 10.74
Crop protectants 9.05
Petroleum products 16.78
Other 6.62
Total 54.58
Products marketed:
Grains and oilseeds 44 .47
Other .95
Total 45 .42
Total sales 100.00
Based on sales of: $13,947,282

Percent
10.00 -6.40
1.55 10.20
10.57 -7.18
9.19 -4.20
17.66 -0.74
7.36 -4.76
56.33 -2.73
42.80 -9.25
.87 -13.45
43.67 -9.33

100.00

$13,150,989

Current Assets—Cash and cash equivalents as a
peraent of total assets decreased as cooperative size
increased. Cash was 13.3 percat of total assets far
smell cooperatives, lut droppeed to 3.2 percat far
Super cooperatives. Mixed marketing cooperatives
held the most cash by type (25.5 percent), followed by
farm supply cooperatives (13.5 peraat).

Current assets declined by 1.59 percat from 1998
to 1999. Most occurred in cash and cash equivalents.
Grain and oilseed inventories increased 4.4 peragit.
Those inventories increased more than 60 percat far
medium-sized cooperatives.

Farm supplies were wp from 1998 by about 1 per-
cent. By size, farm supply irventories increased about
11 percent more for large. Surprisingly, super coopera -
tives’ farm supply inventories were down by 0.6 per-
aat from the previous year. Marketing cooperatives
(1.7 percent) had higher inventories than farm supply
cooperatives (5.9 peraat).

Accounts receivable in this study were farm sup-
ply trade acoounts, not grains and oilseeds trade
receivables. Farm supply and grains and oilseeds trade
receivables ("other" amrent assets) were separated to
allow ratio analysis elsewhere in this stdy. Accounts
receivable for farm supply sales increased anly 0.7 per-
cent while farm supply sales decreased 2.7 percat.

The age of accomts receivable refers to how loang
ap the sale that started this receivable was made.
Most cooperatives of fer aredit sale discomnts to pro-
mote prompt payment. Terms might be 2 percent-10
days, net 30 days (no discount) . Discounts might be
dfred on all farm sugply sales or an certain products.
While terms and specific products discounts were not
known, 43 cooperatives listed their disconts on sales.
The rate was 10.2 percent an total farm supply sales.

The age of accomts receivable was known for 43
cooperatives for both years (table 5)-51 percent arrat
and 14 percat fram 31 to 60 daysf old. The largest dif -
ference between the 2 years was nearly 8 percaait far
account of receivables that were more than 6 months
ald.

Investments and Other Assets—About 24.2
percent of cooperative’s total assets was irnwvested in
the Bank for Cooperatives, other cooperatives, and/or
CoBark. Both large and super cooperatives investment
amounted to 24 and 22 peraat, respectively, of to=al
assets (table 6). Overall, the marketing cooperatives
had less invested than the farm supply cooperatives
(tle 7) .

Property, Plant, and Equipment—Net property,
plant, and equipment (PP&E) as a percat of toal



Table 4-Common-size balance sheet and change in accounts, 1998 to 1999

1998 1999 Percentage change
Percent

Assets
Current assets
Cash and cash equivalants 6.32 4.66 -22.80
Accounts receivable 10.61 10.22 0.74
Trventories--graing and oilseeds 9.00 8.99 4.44

--farm supplies 13.95 13.47 1.06
Prepaid expenses 0.87 0.81 -2.45
Other current assets 6.45 6.25 1.34
Total current assets 47.20 44 .40 -1.59
Investments and other asssets
Investments 23.00 24.19 10.43
Other assets 1.80 2.05 8.82
Net property, plant, and equipment 28.00 29.36 10.01
Total assets 100.00 100.00 4.61
Liabilities and owner equities
Qrrent liabilities
Qorent portion of lag-term debt 2.48 2.82 18.74
Notes payable-seasonal 7.36 8.83 25.51
Accounts payable 6.34 6.29 3.69
Patrans credit balances & other lidbilities 14.61 11.31 -29.51
Accrued taxes 0.57 0.59 9.00
Accrued expenses 1.65 1.67 5.72
Patronage refunds (cash) 1.33 1.11 -12.40
Tl arrat ligoilities 34.34 32.62 -0.64
Long-term debt 9.65 10.20 10.56
Total lisbilities 43.99 42.82 1.82
Owner equities
Allccated equity 41.06 41.66 6.13
Unallocated equity 14.95 15.52 8.67
Total owner equities 56.01 57.18 6.80
Total liabilities and owner egities 100.00 100.00 4.61
Based an total assets of: $6,568,827 $6,871,656




Table 5-Age of accounts receivab le, 1999 and 1998

Accounts receivable age 1999 1998
Percent
Qurrent, 0 to 30 days 51.42 46.29
31 to 60 days 13.91 10.21
61 to 90 days 10.98 7.73
91 to 120 days 2.10 2.55
121 to 180 days 8.39 9.86
Greater than 6 months 12.87 20.60
Pocouts writtten off this periad 0.33 2.76
Based on accounts receivable of: $26,586,496 $29,598, 705

assets ranged between 21 percent and 33 percat far all
coogperative sizes. Large cooperatives had the largest
percent. Net PP&E increased 10 percat from 1998.
Marketing and mixed farm supply cooperatives
handling grains and oilseeds had higher dollar
amounts of PP&E, prabably due to extensive storage
and handling facilities. Farm supply and mixed
marketing cooperatives had growth in net PP&E of at
lesst 7 peraat.

Current Liabilities—They declined 0.6 percent
between 1998 and 1999. The largest decrease was in
patray’s credit kalances and other liabilities ard the
largest increase in notes payable (seasaal) . At 41
peraoant of total assets,\ allocated equity remained
almost constant between the 2 years. Farm supply and
marketing cooperatives had largest change while
mixed farm supply and mixed marketing were down 6
ard 0.5 peraat, respectively.

Patras’ credit kalances ard other lisbilities
decreased 19 percent. Qurrent-term and seascnal-
short-term debt used for financing operating expenses
grew in double digits. Accrued expenses grew 6 per -
cent and were a slidgtly larger percentage of total
assets far large and for both types of farm supply
cooperatives. Cash patronage refunds and dividends
grew 5.7 percent, less then 2 peraat of total assets far
all sizes ard types of cogperatives.

Long-term Debt—Long-term debt increased 10
peraat from 1998 to 1999. As a peraait of total assets
by size, large cooperatives and by type, mixed farm
supply cooperatives were larger . Twenty-six percat of
the cooperatives had no long-term debt. The Bank for
Cooperatives and CoBank were the most frequent
source of debt capital. Regiawl coogperatives as well as

commercial banks also supplied debt capital.

Member Equities—Comparing this to total assets
represeants the percent of the cogperative's assets
owned by the members, with creditors claiming the
rest. Over all sizes ard types of cooperatives, members
averaged at least 56 percent ownership for both years.

Members of small cooperatives had the highest
percentage of ownership (77.5 percent) while those in
of super -size cogperatives had the lowest (51.4 per-
cent) . By type, menbers of farm supply cooperatives
owned at least 65 percent of the assets while those in
mixed farm supply cooperatives owned 58 peraai.
Both types of marketing cooperatives had lower mem-
ber ownership-49 percent for marketing and 52 per-
cent for mixed marketing.

Menber equities consisted of both allocated (pre-
fared, conmon, and other kinds of ownership certifi -
cates) and unallocated equity. Allocated equity as a
percentage of total assets was highest for smell cooper -
atives at 57 percent and more than 45 percent for both
farm supply cooperatives.

Unallocated equity averaged more than 6 peroent
of total assets for all types except mixed farm supply
cooperatives. By size, wallocated equity as a peroent
of total assets fell as aogperative size increased.

Income Statement Analysis

This shows the net results of cooperative gpera-
tions. Because most managers' performance is judged
by net income, members attach great importance to the
incore statement. The underlining values of the
income statement are studied. Table 8 presents a com-
mon-size income statement for 291 cooperatives and



Table e—Common-size balance sheets by cooperative size, 1999

Small Medium Large Super
Percent of total assets

Assets
Current assets
Cash and cash equivalants 13.27 6.49 3.48 3.24
Accounts receivable 11.12 10.65 12.21 9.12
Trventories--graing and oilseeds 1.12 2.71 3.63 14.07

--farm supplies 17.34 16.33 16.09 11.14
Prepaid expenses 1.63 1.47 0.72 0.53
Other current assets 3.12 3.9 3.13 8.71
Total current assets 47.60 41.61 39.26
Investments and other asssets
Investments 29.70 27.95 24 .46 22.14
Other assets 1.13 2.17 3.12 1.71
Net propert, plant, and equipment 21.57 28.27 33.16 29.34
Total assets 100.00 100.00 100.00 100.00
Liabilities and owner equities
Crrent liabilities
Qrrent portion of lag-term debt 1.14 1.75 2.03 3.73
Notes payable-seasonal 3.31 5.84 7.37 11.19
Accounts payable 6.48 7.30 7.29 5.55
Cther lighilities 5.03 8.78 9.12 13.96
Accrued taxes 0.25 0.42 0.64 0.67
Accrued expenses 1.49 1.41 1.95 1.65
Patronage refunds (cash) 1.00 1.16 1.12 1.12
Toal arrat liskilities 18.70 26.66 29.52 37.87
Long-term debt 3.80 8.92 12.20 10.77
Total lisbilities 22.50 35.58 41.72 48.64
Owner equities
Allocated equity 56.63 46.42 43.02 37.30
Unallocated equity 20.87 18.00 15.26 14.06
Total owner equities 77.50 64.42 58.28 51.36
Total liabilities and owner eqities 100.00 100.00 100.00 100.00
Based an total assets of: $1,700,780 $4,310,058 $7,529,933 $18,510,012




Table 7-Common-size balance sheets by coperative type, 1999

Farm Mixed farm Mixed
supply supply marketing Marketing

Percent of total assets

Assets

Current assets

Cash and cash equivalants 6.83 3.85 3.78 3.18
Accounts receivable 11.12 11.87 9.58 6.56
TInventories--grains and oilseeds 0.09 6.93 15.35 17.33

--farm sugplies 18.76 12.96 10.82 9.30
Prepaid expenses 1.29 0.55 0.63 0.58
Other current assets 2.89 4.03 9.18 11.07
Total current assets 41.07 40.19 49.34 48.02

Investments and other assets

Investments 27.36 26.01 21.55 19.88
Other assets 2.47 3.18 1.32 0.78
Net, property, plant, and equipment 29.10 30.62 27.79 31.32
Total assets 100.00 100.00 100.00 100.00

Liabilities and owner equities

Quorent liabilities

Aurrent portion of lag-term debt 1.52 2.02 3.93 4.62
Notes payable-seasonal 6.35 7.43 13.24 6.89
Accounts payable 7.67 6.86 4.80 5.57
Patrans credit balances & other

lidnilitdes 6.57 8.62 14.61 19.17
Accrued taxes 0.48 0.47 0.81 0.56
Accrued expenses 1.80 2.14 1.34 1.28
Patronage refunds (cash) 1.12 1.05 1.22 0.97
Tl arrat lidailities 25.51 28.59 39.95 39.06
Long-term debt 9.17 13.52 7.73 12.35
Total lisbilities 34.68 42.11 47.68 51.41

Owner equities

Allocated equity 48.75 45.07 35.84 32.94
Unallocated equity 16.57 12.82 16.48 15.65
Total owner equities 65.32 57.89 52.32 48.59
Total liabilities and owner egities 100.00 100.00 100.00 100.00

Based an total assets of: $4,040,072 $8,844,195 $10,961,917 $18,579,418




the change between 1998 and 1999. Appendix tables 5 Net Sales—Is dotained by subtracting sales discounts

to 8 show common-size income statements by size and ard retums and allowences from gross sales. Average

type for 1999. net sales for the 291 cooperatives in 1999 was $13.1
million, down $0.8 million or 5.7 peraat from 1998.
Table 9 shows net sales by cogperative size and table
10 by type. Net sales of all sizes ard types of

Table s—Income statement and change in accounts, 1998 to 1999

1998 1999 Percent change

Percent of net sales

Net sales 100.00 100.00 -5.71
Cost of goods sold 88.81 87.69 -6.91

Gross margin 11.19 12.31 ;
Service and other income 4.30 4.98 13.26
Gross revenue ;49 729 E

Operating expenses

Salaries and wages? 6.86 7.83 7.64
Administrative? 0.64 0.72 6.22
General? 3.94 4.41 5.72
Depreciation 1.88 2.19 9.55
Interest expense 0.81 0.87 2.28
Bad debts 0.14 0.11 -27.54
Total expenses 14.27 16.13 6.64
Local savings 1.23 1.16 -10.55
Patronage refunds received 1.68 1.55 -13.22
Savings before income taxes 2.91 2.71 -12.09

Less income taxes 0.21 0.22 -0.39
Net income 2.70 2.49 -13.02
Based an sales of: $13,947,282 $13,150,989

1 Includes salaries and wages, employee insurance, payroll taxes, and pension expense.

2 Includes professional services, office supplies (includes postage), telephone, markets, meetings and travel, donations, dues ard
subscriptions, directors' fees and expense, and arrwal meetings expense.

3 Advertising and pramotion, delivery (auto & truck) expense, insurance, property & business taxes, other taxes and licenses, rent and lease
expense, plant supplies & repairs, repairs and maintenance, utilities (includes dryer expense), miscellanecus expenses, patronage refunds
payed out, and other expenses.



Table 9-Abbreviated income statement as a percent of net sales for cooperatives by size, 1999

Small Medium Large Super

Percent of net sales

Net sales 100.00 100.00 100.00 100.00
Cost of goods sold 84.19 84.85 84.62 89.80
Gross margin 15.81 15.15 15.38 10.20
Service and other income 4.57 5.21 4.64 5.10
Gross revenue 20.38 21.02 20.02 15.30
Expenses
Employee? 10.25 9.59 9.79 6.46
Administrative? 1.24 .99 0.88 0.54
General? 4.56 4.74 4.92 4.15
Depreciation 2.50 2.70 2.38 1.98
Trterest 0.50 0.85 0.96 0.89
Bad debts 0.30 0.20 0.11 0.06
Total expenses 19.35 19.07 19.04 14.08
Local savings 1.03 1.29 0.97 1.22
Patronage refunds received 2.09 2.09 1.78 1.28
Savings before incore taxes 3.12 3.38 2.75 2.50
Less income taxes 0.21 0.26 0.21 0.22
Net income 2.91 3.12 2.54 2.28
Based an total sales of: $2,636,995 $6,929,384 $13,420,641 $39,126,280

1 Enployee expenses include salaries and wages, payroll taxes, employee insurance, unemployment compensation, and pension expense.

2 Administrative costs include professianal services, office supplies, telephone, meetings ard travel, donations, dues and subscriptions,
directors' fees and expense, and arrwal meetings.

3 General expenses include advertising and promotion, delivery (auto and truck), insurance, property, business and other taxes and licenses,
rent and lease expenses, plant supplies ard repairs, repairs and maintenance, utilities, miscellanecus, and other.




Table 10-Abbreviated income statement as a percent of net sales for cooperatives by type, 1999

Farm Mixed farm Mixed
supply supply marketing Marketing
Percent of net sales

Net sales 100.00 100.00 100.00 100.00
Cost of goods sold 80.70 84.14 91.76 93.30

Gross margin 19.30 15.86 8.24 6.70
Service and other income 4.07 5.95 5.42 4.15
Gross revenue 23.37 21.81 13.66 10.85
Expenses
Employee? 11.84 10.35 5.49 4.03
Administrative? 1.12 0.98 0.48 0.33
General? 5.13 5.52 3.85 3.21
Depreciation 2.82 2.57 1.81 1.61
TIrterest 0.92 1.12 0.75 0.77
Bad debts 0.21 0.11 0.07 0.05
Total expenses 22.04 20.65 12.45 10.00
Local savirgs 1.33 1.16 1.21 0.86
Patronage refunds received 2.30 1.76 1.22 0.94
Savings before incore taxes 3.63 2.92 2.43 1.80

Less incore taxes 0.28 0.22 0.21 0.18
Net income 3.35 2.70 2.22 1.62
Based on sales of: $6,036,422 $15,493,319 $23,971,441 $26,704,514

1 Hmployee expenses include salaries and wages, payroll taxes, employee insurance, unemployment compensation, and pension expense.
2 Administrative costs include professianal services, office supplies, telephone, meetings ard travel, donations, dues and subscriptions,

directors' fees and expense, and ammwal meetings.

3 General expenses include advertising and promotion, delivery (auto and truck), insurance, property, business and other taxes and licenses,
rent and lease expenses, plant supplies and repairs, repairs and meintenance, utilities, miscellanecus, and other.

cooperatives (except medium and marketing) dropped
fran 1998 to 1999. If assets fram tables 6 ard 7 are
compared to ret sales in tables 9 ard 10, sales far all
types (except farm supplies) are about twice the level
of assets. nly super cooperatives fit that category.

Cost of Goods Sold (COGS)—This represented the
largest single expense component expressed as a
percatt of net sales. For this study, COGS includes the
begiming inventory plus purchases ard freight aosts,

10

minus purdese returns and allowances, purchase
discounts, and ending inventory. OGS, therefare, was
the purchase price of the farm supplies sold or
products marketed. Table 10 shows COGS as a peroant
of ret sales far dif frent cooperative types. Both types
of marketing cooperatives had a relatively high COGS
compared with farm supply cooperatives. This was
expected because they were generally marketing
grains ard oilseeds for their patrons with only a few
cents-per -bushel margin. COGS were down for all hut



medium-size cooperatives and all types except
marketing.

Gross Margins—The exoess of net sales over the
cost of goods sold averaged 17.3 peraat of sales far all
cogperatives, up 3.8 peraat from 1998. The gross
margin ar gross margin percentage is an important
operating ratio. A smll change in the gross margin
cn tremendously impact local savings. A cooperative
manager must maintain a gross margin near industry
averages. Thus, least cost sources of supplies need to
be developed and marketing cooperatives must pay
merket rates an the products they purdase.

Cooperatives are often characterized as business -
es that provide goods and services "at cost." However,
a cooperative camot operate at cost an a daily basis.
Cooperatives must have adequate gross margins to ke
profitable ard af frd to finance essential fubwre-diret -
ed discreticnary expenditures such as expansion and
advertising.

Gross margin equals ret sales less cost of goods
sold, so cooperatives with higher QOGS had lower
gross margins. COGS were higher for marketing and
larger cooperatives, so gross margins as a peraat of
net sales were highest for farm supply and small coop-
eratives. As a percent of sales, farm supply coopera -
tives-19.3 percent--had the highest gross margin.
Although both types of farm supply cooperatives gen-
erally had less business volure then those of their
marketing counterparts, gross margin percentage was

from 9 to 11 percentage points higher. Small coopera -
tives that mostly sold farm supplies had the highest
gross margin by size (15.8 percat).

Gross margins vary not anly by cooperative, but
also by farm supplies sold or products marketed.
Cooperatives have dif ferent margins for dif feret
products. Forty cooperatives provided their individual
product gross margins (table 11) . Margins vary due to
product type and aarpetition. For instance, fertilizer
sold by the truckload has a dif frent margin than a sin-
gle-lag sale. The services of fred in conjunction with a
sle (e.g., fertilizer sread by a cooperative trudk) also
have an impact on margins. Margins are also suoject to
campetition. The gross margin represents a blended
margin derived fraom all products the cooperative sold,
services rendered, and products marketed.

The highest weighted (by volume) gross margin
for the five main farm sugplies (feed, seed, fertilizer,
a@op protectants, ard petroleum products) was for feed
at 20 percent. The maximum margin an seed of 89 per-
cent was for a small amount, prdoably a speciality seed
sold by the bag. Margins for other farm supplies
ranged from 16 to 19 percent. Grains and oilseeds were
the anly products marketed where gross margins were
known, low at around 5 peraat.

Service and Other Income—This mostly consisted
o trucking services (delivery of purchases ard transfer
of products to market), custom application of
fertilizers and crop protectants, and drying and storing
of grains and oilseeds. While local cogperatives

Table 11-Gross margin on farm supplies sold and grains and oilseeds marketed, 1999

Weighted Number of
Farm supply margin Maximum Minimum dbservations

Percent Number
Feed 20.55 43.30 2.96 41
Seed 17.23 89.52 (2.34) 40
Fartilizer 19.22 44.12 5.96 43
Crop protectants 16.08 28.45 3.42 42
Petroleum products 18.36 35.02 1.33 35
Tires, batteries, & auto accessories 22.40 36.76 (155.03) 28
Machinery (17.96) (17.96) (17.96) 1
Building meterials 18.36 30.68 (21.96) 9
Hardware 28.55 37.27 (32.33) 9
Food 24.07 32.51 10.56 9
Other farm supplies 2.67 5.28 (.007) 43
Grains and oilseeds 5.28 13.33 2.12 24




provided many other services to their patrans, these
were the primary ones. This income averaged between
4 percent and 6 peraat of ret sales far all sizes ard
types of coogperatives.

Other income was derived from non-operating
sources such as interest and finance charges on cash
equivalents and interest derged on credit sales. Other
incore also came fram the sale of property, plat, ad
equipment, rentals, arnd extraordinary items.
Sometimes property, plant, and equipment were sold
to generate incare, but usually fully depreciated and
the market value was greater than the bock value. In
sare cases, disposal of a fully depreciated asset may
mean a loss. Rental incare fraom uused facilities or
equipment provided income flows. Extraordinary
items might be either a ggin or a loss. A gain could
regilt fram a fire loss where the insurance settlement
was greater than the book value. A loss might occur
from flood damage for which the cooperative had no
coverage.

Operating Expenses—These were divided into four
main categories--enployee; administrative; general;
and depreciation, interest, and bad debts. Enployee
expenses wererelated to labor costs. Aduninistrative
expenses included overhead costs associated with a
cooperative and indiredtly related to revenue
production. General expenses were diredtly related to
revenue production. The bulk were in employee,

general, and depreciation categories.

Employee Expenses—These costs included
salaries, wages, and benefits (payroll taxes, employee
insurance, unemployment compensation, and pension
expense) and averaged 7.8 percant of ret sales.
Employee expenses were up 7.6 percat from 1998.

As a percent of net sales, enployee expenses
rarged fram 10.2 to 6.5 percent-small, 10.2; medium,
9.6; large, 9.8; ard super, 6.5 percent. By type, enploy-
ee expenses as a peroant of net sales were11.8 peroait
for farm supply cooperatives; 10.3, mixed farm supply;
5.5 mixed marketing; and 4 percent for marketing
cogperatives.

Cooperatives surveyed had both part-time and
full-time employees. For study purposes, four part-
time employees were cosidered eguivalent to a full-
time enployee. The expense for a single enmployee
averaged $34,493 for an average 29 employees, up
about 4 percat from 1998. By size, those expenses
ranged fram $30,045 for small to $36,133 for super
cooperatives and by type fram $31,754 for those selling
anly farm supplies to $36,028 for mixed marketing

cogperatives (table 12) . Srall cogperatives averaged 8
full-time employees (excludes part-time); medium, 17;
large, 33; ad super, 64. Farm supply cooperatives
averaged 19 employees; mixed farm supply, 39; mixed
marketing, 33; and marketing, 27.

Cooperatives with significant farm supply sales
tended to be more labor intensive. Operating a feed
mill or service statim, gpplying chemicals ard fertiliz-
ers, ad selling hardwarerequired the use of several
employees. For instance, a small farm supply coopera -
tive had nine full-time enployees while a small mar -
keting cooperative used fewer enployees--often only a
manager, bookkeeper, and two others.

Administrative Expenses—These were irdirectly
related to generating income. Managers usually had
more aatrol over administrative expenses than arty
other cost. In years when revenues were down,
managers could reduce expenses here more easily then
elsewhere. Administrative costs include professiamal
services, domations, dues and subscriptions, directars’
fees and expenses, ammual meetings, meetings and
trael, of fice supplies, and telephone and market
information.

Of fice syplies, the largest administrative
expense, comprised 0.25 peraat of ret sales. Taal
administrative expenses were 0.72 percat of ret sales.
They ranged from 1.2 percent for smll cooperatives to
0.5%4 percent for super cooperatives.

Although directors’ fees and expenses werea
grell part of total aosts, director compensation was
important to marty cooperatives. This fee was a small
incentive for farmers to sacrifice time normally spent
an their own gperations devoting several hours of ser-
vice each month to guiding their cooperative. Table 13
shows the mumber of directors and their compensation
for 244 cooperatives in 1999. Expenses for a 10-mem-
ber board were rather modest, averaging $896 per
director ammually. Swell cooperatives paid directars
the least ($685) ard super paid the nmost ($1,817) while
by type, mixed farm supply cooperatives paid the
most at $1,365 per director.

General Expenses—Those were usually fixed in the
ghort run and associated with income production--
advertising and prarmotion, delivery (auto ard trud),
general insurance, property, business and other taxes
ad licenses, rent and lease expenses, plant supplies
and repirs, repairs and maintenance, utilities
(including dryer expenses), miscellanecus, and other.
Most expenses (except of advertising and promotion)



Table 12-Calculated salaries (using both full- and part-time employee expenses) and actual mumber of full-

time employees, 1999

Small Medium arge Super A
Farm supply salaries $32,204 $39,733 $37,755 $40,333 $37,603
Number of employees 9 19 44 67 19
Mixed farm supply salaries 31,502 38,076 46,975 40,718 41,117
Number of employees 7 18 31 79 39
Mixed marketing salaries 31,036 37,591 34,832 39,855 39,849
Number of employees 6 12 20 60 33
Marketing salaries 34,384 34,040 40,279 38,989 39,812
Number of employees 4 10 11 48 27
All salaries 33,801 39,090 41,066 40,148 39,588
Number of employees 8 17 32 63 26
Table 13-Board member salaries, 1999
Cooperative type Salaries Cooperative size Salaries
Farm supply $819 Small $685
Mixed farm supply 1,365 Medium 479
Mixed marketing 716 Large 1,262
Marketing 699 Super 1,817
Averace of all 896

were not uder direct management contrd.

General expenses averaged 4.4 peraat of ret
sales in 1999. Repairs and maintenance at 0.97 and
delivery expenses at 0.82 peroant of net sales were the
largest in the general category, followed by insurance
ad utilities, 0.%4 percent each. For all sizes exospt
Super cooperatives, general expenses were about 5 per-
cent. By type, expenses werearound 3 peroat of net
sales for both marketing cogperatives and around 4
percent for both farm supply cooperatives.

Depreciation, Interest, and Bad Debts—
Depreciation expense averaged 2.2 peraat of ret sales;
interest, 0.87 peroent; and bad ddots, 0.11 percent. By
size, depreciation expense as a percat of net sales was
2.5 percent for gmll cooperatives ard 1.9 peroat far
Super cooperatives. By type, depreciation expense was
2.8 percent of net sales for farm supply cooperatives,
2.6 percent for mixed farm supply cooperatives, 1.8
percent for mixed marketing, and 1.6 percat far

marketing cooperatives.

Tterest expenses-long- and short-term debt
financing--increased slightly from 0.81 percat of net
sales in 1998 to 0.87 percant in 1999. Interest expenses
were lowest among small cooperatives at 0.5 and high-
est among large cooperatives at 0.96. For medium and
Super cocperatives, interest expense was about the
same at 0.85 and 0.89 peraat, respectively. By type,
interest expenses were abaut 0.8 percent for both mar -
keting cooperatives and around 1 percent for both
farm supply cooperatives.

Bad debts as a peraat of ret sales fell as size
increased--0.3 for small cooperatives and 0.06 for super
cooperatives. By type, bad debts was 0.05 for market -
ing, 0.07 for mixed marketing, 0.11 for mixed farm

supply and 0.21 for farm supply cooperatives.

Local Savings—This was generated from operations
(efare taxes ard patronage refunds from other
coogperatives) . Local savings as a percat of net sales



Table 14-Respondent cooperatives that had losses, 1999

Cooperative size
Cooperative type Small Medium Large Super Average
Percent
Farm supply 31.73 15.56 29.17 0 26.12
Mixed farm supply 28.58 35.72 42.86 35.72 36.74
Mixed marketing 0 25.00 18.75 14.29 16.67
Marketing 40.00 25.00 20.00 0 28.58
Average 30.33 21.34 28.82 20.00 26.46

was around 1 peroatt for all sizes of cogperatives. By
type, it was the highest for farm supply cooperatives
(1.33 peroent) ard the lowest for marketing
cocperatives (0.86 peraat).

About 26 percent of the cogperatives studied had
losses. While small cogperatives have higher retums
a1 ret sales, 37 or about ane-third lost money, tadle 14.
Thirty-seven percent of the mixed farm supply cooper -
atives lost money. In 1999, large mixed farm supply
cooperatives lost 43 peraat.

Patronage Refunds Received—Refunds received
or incare from other cooperatives resulted from
business locals generated with other cooperatives,
gererally regionals, or cooperative banks such as
CoBank. The patronage refund from regionals was
based on business volume and consisted of cash
refunds and equity stock. Stock was usually revolved
back to the local cogperative an a set schedule. Mary
cooperatives that borrowed funds from CoBank and
the Bank for Cooperatives received both cash and
noncash patronage income. The noncash patronage
from CoBank or the Bank for Cooperatives was from
investing in the bank which was usually required in
proportion to the funds borrowed.

Patronage refunds reflect the volure of business
with regional cooperatives, CoBank or the Bank for
Cooperatives. The dollar amount of patronage refunds
between 1998 and 1999 was down 13 percent, sugdest -
ing 1999 must not have been a good year for regional
cooperatives, CoBank, or the Bank for Cooperatives.
Patronage refunds received were 2.1 peroat of net
sales for small and medium-sized cocperatives. By
type, patronage refurds as a percent of net sales were
higher for farm supply than for marketing coopera -
tives. These patronage refunds were an important
source of reverues and allowed 19 (out of 77) coopera -
tives that had local losses to show net incore.
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Income Taxes—Cooperatives paid incore taxes on
eamings not allocated to members (retained earmings)
and on dividend payments. The board determined
what amounts of income were allocated to retained
earnings and to members. Nommember business has
an impact on retained earnings because cooperatives
can allocate the earmnings to nomenmbers or retain the
incare. In terms of net sales, inocore tax paid was 0.22
peraet of ret sales in 1999.

Incore tax paid by cogperatives varied by size
arnd type. Small and large cooperatives paid income
taxes equal to 0.21 percent of their net sales, medium,
0.26; ard super, 0.22. All cogperatives paid at least 0.2
percat.

Net Income—This appears on cooperative income
statements. In 1999, net incore as a peroat of net
sales was 2.5 peraat. R large and super cooperatives
it was about 2 percent and 3 percent for gmll and
medium-sized cooperatives. By type, farm supply had
retums of 3.3 percent an net sales; mixed farm
suplies, 2.7 percent, mixed marketing cooperatives,
2.2 percent; and marketing cooperatives, 1.6 peraat.

Pre-tax net incare was generally distributed five
ways—-as non-cash patranage allocations, cash patron-
ap refuds, retained eamings, incore taxes, and divi -
dends on patra's equity (table 15) . Fifty-four percent
of net incore before taxes was held as non-cash
petranage allocations by the 291 cogperatives that pro-
vided incore allocations. Cash patronage refunds
were 21 peroant. Exospt for taxes, distributians of
income were basically close to those in 1998.

Financial Ratio Analysis

Looking beyand levels of assets, lidbilities, mem-
ber equities, sales, and expenses, menagers ard boards
of directors need comparative measures to evaluate
their cooperative’s financial performence.



Table 15-Distribution of net income before taxes

Ttem

1999

1998

Non-cash patronage allocations
Cash patronage refunds
Retained earnings

Taxes

Dividends

Net income before taxes:
Nunmber of cocperatives:

Percent
54.19 56.54
21.51 21.83
15.73 14.23
8.30 7.32
.27 .08
$356,366 $405,389
291 291

Standard ratics used in this report included
financial ratio anmalysis that allow performence com-
parisons between years and dif ferent cogperatives. No
sirgle firancial indicator provides enocugh information
to determine a cogperative’s financial health, so ratios
must be carefully interpreted. It is inportant to lok at
agroup of financial ratics over a pericad of time, evalu-
ate other cooperatives with similar sales and functions,
and/or compare performence with others in the same
geographical area.

Most figures show ratios for the 10-year period
for all 512 cogperatives. Data for 1998 ard 1999 reflet
information gathered from the same 291 cooperatives
thet reported for both years. Performance ratios mea-
sure various levels of cooperative operations and gen-
erally have both a financial and cperational impact.
Four categories were used--liquidity, leverage, activity,
and prafitability. Many factors underlie each and
examining one ratio may not pinpoint problems.

Liquidity Ratios—Include current and quick ratios
and measure the cogoerative's ability to meet short-
term doligatians. They focus an its ability to remain
solvent. The currat ratio is arrent assets divided by
curent liabilities. However, this ratio does not
consider the degree of liquidity of each of anreit asset
campanents. If the current assets of a cogoerative were
mainly cash, they would be much more liquid then if
comprised of mainly inventory.

If the ratio is less then 1, arreaent lidbilities exossd
arrent assets ad the cogperative’s liquidity is threst -
ened. Improvements can be achieved by selling addi -
tiaal cgpital stok, barrowing additional long-term
debt, or disposing of uproductive fixed assets and
retaining proceeds. Curreant lisbilities may also be
reduced by retaining a greater portion of allocated sav -
irgg (reducing the cash portion) .

A high current ratio is a favorable cadition
financially because it indicates the ability to pay arr-
rat ligoilities from the conversion of current assets
into cash. Qperatianally, this sare high ratio tends to
increase gperating freedom and reduce the prdogbility
of bill-paying dif fiailty from write-downs of accounts
receivable or irwventory.

Figure 1 shows the current ard quick ratios for
the surveyed cooperatives. Current ratio was relatively
amstant for the last 5 years. The total arrent assets
ard liabilities decreased 1.6 and 0.64 percat, respec -
tively. From 1998 to 1999, farm supply inventories,
accounts receivable, ard other receivables were tle
anly elements of curreat assets that grew. Lower grain
and oilseed inventories prdoably caused the 29-percent
decrease in other liabilities (which contains grain trade
payables) .

The current ratio fell as cogperative size
increased. The ratio was highest for small cogperatives
(2.54) ard lowest at 1.24 for super cogperatives (table
16) . By type, the ratio wes at least 1.20 far all types of
aooperatives (table 17).

Quick ratio is current assets mirus inventories,
divided by current lisbilities. Tvataries--the least lig-
uld of all axreat assets--are excluded. All elements of
this ratio have increased. Financially, a hich ratio
allows little deperdence an the salability of inventory
to meet current doligations. Qperatianally, the results
are the sare as with the curret ratio.

The quick ratio mimicked the movement of the
arxrent ratio. Srell cooperatives (1.56) had the highest
ratio ard it decreased as size increased to 0.57 far
Super cogperatives (table 17) . The quick ratio ranged
fram 0.55 for marketing cooperatives to 0.87 for farm
Supply cooperatives. This ratio was highest in 1990
ard lowest in 1995 (figurel).



Table 16-Financial analysis ratios by cooperative size, 1999

Ratio Small Medium Large Super
Current 2.54 1.56 1.33 1.24
Quick 1.56 .85 .66 .57

Leverage
Debt 22 .35 42 .49
Debt-to-equity .29 .55 .71 .5
Times-interest-earned 7.26 4.95 3.87 3.80
Activity
Total-asset-tumover 1.55 1.61 1.78 2.11
Fixed-asset-turmover 7.19 5.68 5.37 7.20
Profitaaility
Gross prafit mergin 15.81 15.15 15.38 10.20
Retum-an-total-assets

before interest & taxes 5.61 6.82 6.61 7.17

Retum-an-total -equity 7.98 10.81 10.54 12.91

Leverage Ratios—These ratios lock at the long-term
solvency of the cogperative and help analyze the use
of debt ard the ability to meet doligations in times of
crisis. Dot ratio is defined as total deot divided by
total assets. Elements include lang-term debt plus
short-term debt and total assets. Long-term debt
increased about half the same rate of total assets,
which may indicate some short-term cdbligations were
being carried and converted to long-term debt. With
inventories increasing in the short term, quick
financing is needed, usually through the use of short-
term debt.

In fact, between 1998 ard 1999, short- ard lag-
term debt increased 25 and 10 peraat, respectively
(table 5). Ienders would rather see a low ratio indicat -
ing the cogperative's ability to repay the locan. Overall,
this ratio decreased sligtly fram .44 to .43 (figure?2).
Reducing debt, increasing savings, or financing a
greater portion of assets with working capital may
improve this ratio.

Larger cooperatives were financing more assets
with debt, but the highest ratio for any size or type of
cooperative was still anly 0.51 (tables 16 and 17) . Smll
cogperatives had the lowest use of debt at 0.22 ard
marketing cocperatives the highest. By type, farm sup-
ply cooperatives had the lowest use of debt.
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Debt-to-equity ratio is calculated by dividing
long-term debt by total member equity. This ratio
shows the financial flexibility and the lag-term capi -
tal sructure of the cogoerative. High ratios indicate
inadequate borrowing power. Debt-to-total-equity
ratio decreased fram 0.79 in 1998 to 0.75 in 1999 (figure
2 & table 18). A low ratio is more favorable and finan-
cially impacts the cooperative through independence
an outside sources of funds relative to owners’ equity.
A low ratio may indicate low return on equity.
Operationally, a low ratio tads to reduce interest a=t.
Improvement may be gained by disposing of urpro-
ductive assets and using proceeds to liquidate debt, or
accelerating payments on long-term loans. Other ways
include increasing local equity by generating higher
levels of local savings, slowing down equity redrement
programs, selling additiamal capital stock, or retaining
more allocated savings.

As cooperatives’ size grew, so did their use of
log-term debt. The ratio was 0.29 for small coopera-
tives ard 0.95 for super cooperatives (table 16) .
Marketing cogperatives had, at 1.06, the highest ratio
by type, while farm supply cooperatives were the low-
est at 0.53. When lockirg at the trexd, the ratio
increased slightly each year fram 1990, except in 1999
(figre?2).



Table 17-Financial analysis ratios by cooperative type, 1999
Ratio Farm Mixed farm Mixed
supply supply Marketing marketing
Current 1.61 1.41 1.23 1.24
Quick 0.87 0.71 0.55 0.58
Leverage
Debt 0.35 0.42 0.51 0.48
Debt-to-equity 0.53 0.73 1.06 0.91
Times-interest-earned 4.95 3.61 3.34 4.25
Activity
Total-asset-turmover 1.49 1.75 2.52 2.19
Fixed-asset-turmover 5.13 5.72 8.06 7.87
Profitahility
Gross prdfit mergin 19.30 15.86 6.70 8.24
Returm-on-total-assets
before interest & taxes 6.79 7.07 6.46 6.94
Returmn-an-total -equity 10.27 10.49 12.32 13.49
Figure 1-Current and Quick Ratios Figure 2-Debt-to-Total-Equity and Debt atio
5 0.5 Debt
0.4 —
1.5 ‘w
0.3
1 Delot-to-total -equity
0.2
0.5 % 0.1
O 1 1 1 1 1 1 1 1 1 1 O 1 1 1 1 1 1 1 1 1 1

1990 91 92 93 94 95 96 97 98 99

Times-interest-eamed ratio is the rumber of

times interest expense is covered by eamirgs. It is cal -
culated by dividing earnings before interest and taxes
by interest expense. A ratio of ane or more indicates
the ability of arrent earnings to pay currat interest
expenses. Lending institutions are more apt to lomn to
cooperatives whose times-interest-eamed ratio is more
than ae (1) because it shows their ability to pay inter-

est payments. Subsequently, a lending institution may
lend funds at lower rates moreresdily for capital
improvements.

This ratio was higher for respondent cooperatives
in 1993 kefore starting a downward slice (figre3).
This ratio started a short-lived rebound in 1997 before
another downwardtrend. (llecting old receivables,
improving inventory turnover, disposirng of assets arnd
reducing debt with procesds, or reducing debt with
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Table 18-Financial analysis ratios for all cooperatives, 1999 and 1998

Ratio

1999

1998

Current

Quick

Debt

Debt-to-equity

Times interest earned
Total-asset-turmover
Fixed-asset-turmover
Gross prdit mergin

Retum-on-total-assets before

interest & taxes
Retum-an-total -equity

1.36
0.67
0.43
0.75
4.10
1.92
6.53

12.43

6.86
8.32

1.37
0.71
0.43
0.79
4.61
2.13
7.62
11.32

7.88
10.21

Figure 3-Times-Interest-Earned
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1990 91 92 93 94 95 9 97 98 99

working capital may improve this ratio. Firencially,a
high ratio af fects the retum on equity and tends to
increase it. Qperatiawlly, a hich ratio reduces interest
a=t.

Interest coverage was the greatest for smwller
cocoperatives ard gererally fell as size increased to the
super category (table 16) . By type, the ratio ranged
from 3.34 for marketing to 4.95 for farm supply coop-
eratives.

Activity Ratios—These ratios measure how well
cooperatives use assets. A low ratio could mean that
the cooperative was overcapitalized or carrying too
much inventory. A high ratio could be deceptive. A
cooperative with fully depreciated older assets could
have an artificially high ratio even though those assets
were 1o langer cperating ef ficietly.
Total-asset-turmover ratio was found by dividing
net sales by total cogoerative assets. This ratio went
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down slightly fram 2.13 in 1998 to 1.92 in 1999 (figure
4) . The elements almost negated each other —-tatal sales
decreased by 6 percent ard total assets increased by 5
percent. A hich ratio favorably influences finances
through the reduction of financial leverage and/or
increased returm on equity. A high ratio geeratiaally
tads to reduce interest asts.

The ratio was higher for larger coocperatives
(table 16) . Super cogperatives had the highest ratio at
2.11, indicating the most ef ficiat use of assets. By
cogperative type, the total asset tumover ratio was
higher for marketing than for farm supply. The total
asset tumover ratio was lowest in 1999 at 1.92 and
highest in 1990 and 199 at 2.47.

Fixed-asset-tumover ratio represents ret sales
divided by net property, plant, and equipment (PP&E) .
This ratio is similar to the total-asset-tumover ratio
and shows how well the cooperative used its fixed
assets. This ratio by itself might not give a carplete
picture of the cogperative's financial health. A cooper -
ative with fully depreciated assets would have an arti-
ficially high ratio. A cogoerative that invested heavily
in PP&E for future expansion will have a temporarily
low ratio.

After a hich in 1996 of 9.78, this ratio remained
relatively level between 1991 and 1995 (figure4). In
1999, the ratio was 6.53, a slight decrease from 1998
ard the lowest for the 10-year pericd. Sales decreased
6 percent while investment in fixed assets increased 10
percent. The measure for this ratio may or may not
show favorable or unfavorable conditions, but merely
cooperative conditions. An alnormally high ratio usu-
ally indicates very old, nearly depreciated fixed assets
ar the leasing of property and equipment.



Figure 4-Total and Fixed Asset Turnover
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By size, a fixed-asset-turmover ratio of 7.20 was
greatest for super cooperatives ard by type, the high-
est (8.06) for marketing cooperatives.

A high ratio financially favorably influences by
increasing asset use, reducing financial leverage,
and/or increasing return on equity. A hich ratio, cper-
atiawlly, tads to reduce depreciation and interest
aosts. It may also increase aosts related to cperating
leases, persarel ard travel, or delivery expenses. This
ratio may be improved by restricting further invest -
mets in fixed assets; redesigning production, or of fiee
facilities to increase the sales generating potential of
existing gpace and equipment; and/or selling idle
machinery and parts, unused vehicles, and unmneces -
sary equipment.

Profitability Ratios—These ratics, such as gross
profit mergin, indicate the ef ficiency of the
cogperative's operations. Because a cogperative is
owned by its user-members, many common industry
profitability ratios have little mesning. For instance,
profitability ratics measurirng the return on common or
referred stock of similar investor -oriented firms are
not appropriate because there is seldom an open
market for cooperative stock.

Gross profit mergin-an important operating
ratio--is foud by subtracting the cost of goods sold
fram net sales and then dividing this amount (gross
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margin) by net sales. A smll denge in the gross mar -
gin les a tremendous impact on local savings. It indi-
cates the cogperative's pricing policy and cost of goods
dfred far sle.

For all cogeeratives, the gross profit mergin aver -
aged 12.4 percent in 1999, the highest for the 10-year
periad (figure 5). By size, this mergin was around 15
percent for all but the super cooperatives, which was
lowest at 10.2 percent. The gross marging were 19.3
and 15.8 peraat, respectively, for farm suply and
mixed farm supply cocperatives (table 17).

Return-on-total-assets measures the rate of retum
m total irvestment. It is determined by dividing net
incare by total assets and usually calculated before
interest ard taxes. This ratio is a measure of perfor -
mence. It is not sensitive to the leverage position of the
cooperative. Although some assets were financed
trough debt, the ratio measuresreturn to both mem-
bers ard lenders. This ratio declined by 1.02 percat to
6.86 peraat framl998 and 1999 (table 18).

Net savings (before incore taxes) declined 12
percent while interest expense increased only 2 percent
in the 2-year periad (table 8). For the decade, this ratio
was highest in 1996 and 1997 ard has been fairly con-
stat (figre 6). Qperatiaally, a hich ratio terds to
reduce interest cost and financially indicates a corpar -
atively hich rate of return on assets enmployed.



Figure 5-Gross Margin Percent
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Figure 6-Return on Total Assets and Total Equity

14

Total equity
12

10—

1990 91 92 93 94 95 9 97 98 99

Super, medium, and large-sized cooperatives had
a higher retum m total assets (table 16) . Super-sized
cooperatives were slightly higher at 7.17 percent. By
cogperative type, retum on total assets was highest for
mixed farm supply cooperatives, at 7.07 percat.

Returmnm-an-total-equity is net income divided by
allocated equity. It was determined by subtracting
wallocated equity fram total member equities. It rep-
resents merber investment in their cooperative and is
an important measure of praofitability.

This ratio decreased almost 2 percent in 1999
(table 18) . This ratio is sensitive to the amount of debt
capital in the cooperative and best used in conjunction
with other measures suh as the retum-an-total-assets.
Net savings decreased 13 percent while total equity
increased about 5 peraat fram 1998 to 1999.

Financially, a hich ratio is favorable ard teds to
decrease financial leverage. However, a hich ratio may
also be a symptom of insuf ficient irvestment.
Operationally, a hich ratio tads to reduce interest acst
over time but may occur when both total debt and
interest aosts are hidh.

By size, this ratio increased as the cooperative
grew in size. Super cooperatives had the highest retum
a allocated equity (12.91 percent) . Farm supply and
mixed farm supply cooperatives ratios were 10.27 per-
cent and 10.49 percent and marketing and mixed mar -
keting cooperatives were 12.32 percent ard 13.49 per -
cxt (table 17).
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Conclusions

Igricultural cooperatives contimed to play a
vital role in supplying goods and services to farmers
and marketing their products. They were also impor -
tat to rural comunities, often ae of the largest
employers, and provided considerable tax revenues.
There has been extensive consolidation of local cooper -
atives during the past two decades reflected an
attempt to maintain an adequate size from which to
provide their members with expanded products and
markets. In many consolidations, cooperatives main-
tained branch locations to better serve menbers.

Locals maintained strayg ties to regional cooper -
atives, CoBank, or the Bank for Cooperatives through
which they dbtained products, gained marketing
opportunities, or borrowed needed capital. Although
patronage refunds to local cogperatives decreased in
the 2-year periocd, they helped 19 cogperatives remain
profitable. Locals, however, can’t depend consistently
m large patronage refunds. This indicates further amn-
solidation of locals is likely.

Although current assets declined, total assets
increased 7 peraait from 1998 to 1999. Investment in
PP&E, grain and oilseed inventories, farm supply
inventories, and accounts receivable for farm supply
sales grew. More than half of the acoonts receivable
were less than 30 days old.

Currext lidbilities declined 0.6 peroat in the 2-
year period, with patrax’ credit balances and "other"
lisbilities having the largest decrease. Current term
and seasonal short-term debt used for financing oper -
ating expenses grew in double digits. Growth was also
experienced in accrued expenses, long-term debt, and
cash patronage refunds and dividends.



Owner equities grew 6 percat. Through all size
and type categories, members averaged about 56 per-
cent ownership in their cooperative for both years.
Members of small cooperatives had the highest per-
centage of ownership while those in super-size cooper -
atives had the lowest.

Net sales and cost of goods sold fell. Grain pro-
duction and sales were low and af fected feed sales,
which were also lower in 1999. Gross margins vary not
anly by cooperative, but also by farm supplies sold or
products marketed. Margins increased about 4 percat.

The impact on ratio analysis follows:

1 Liquidity ratios --oxrert ratio (Qrrent assets/cur-
rat liabilities) was fairly steady at around 1.5
between 1990 and 1999. The quick ratio (curreit
assets-inventory/current liasbilities) mimicked the
arreat ratio’'s trend;

2 Leverage ratios--dgot ratio wes at a high of 0.47 in
199. After 199, the ratio started to decline, with the
sharpest downturm in 1997;

3. Activity ratios --total-asset-timover ratio fell from
2.13 in 1998 to 1.92 in 1999 because total sales
decreased 6 peroant while assets increased anly 5
percent with much of the increase in irventories;
ad finally

4. Profitability ratios retimm a total assets ratio fell
fran 7.88 in 1998 to 6.53 in 1999 because total assets
increased while net incore decreased (13 percat).

Production and prices for most grains and
oilseeds decreased greatly in 1999 ard most irvento-
res are praoably stored until the cooperative or pro-
ducers can capture higher prices. Other pressing issues
are aure to arise in the caning years.

Cooperatives are owned by their farmer/mem-
ber/patrons who want to own a business where they
can purchase supplies and market products. In the
interest of those menber -owners, cocperatives will
continue to adapt to changing economic conditions.
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Appendix table 1-Common-size balance sheets for farm supply cooperatives, 1999

Cooperative size
Ttem Small Medium Large Super
Percent of total assets
Current assets
Cash and cash equivalents 13.51 6.63 3.48 3.55
Accounts receivable 11.11 10.29 11.90 1.62
Trventories--grains and oilseeds 0.09 0.01 0.20 B
--farm supplies 18.07 18.59 20.12 16.60

Prepaid expenses 1.70 1.73 0.77 0.92
Other current assets 2.68 3.09 2.16 4.93
Total currrent assets 47.16 40.34 38.63 37.62
Investments and other assets
Investments 30.13 29.88 24.20 24.70
Other assets 1.20 2.39 3.37 2.66
Net property, plant, and equipment 21.51 27.39 33.79 35.02
Total assets 100.00 100.00 100.00 100.00
Liabilities and owner equities
Qurrent lisbilities
Qurrent portion of lang-term debt 1.17 1.33 1.90 1.61
Notes payable-seasonal 2.92 6.56 7.73 8.70
Accounts payable 6.75 7.36 8.50 7.82
Ctrer lizhilities 4.62 7.00 7.65 6.34
Accrued taxes 0.26 0.39 0.69 0.56
Accrued expenses 1.57 1.64 2.22 1.49
Patronage refunds (cash) 1.02 1.22 1.16 0.96
Tl arrat lighilities 18.31 25.50 29.85 27.47
Long-term debt 3.97 9.15 11.10 14.18
Total lisbilities 22.29 34.66 40.95 41.65
Owner equities
Allccated equity 56.97 51.07 44.14 39.83
Unallocated equity 20.75 14.28 14.91 18.52
Total owner equities 77.71 65.35 59.05 58.35
Total liabilities and owner equities 100.00 100.00 100.00 100.00
Based an total assets of: $1,767,633 $4,790,804 $8,284,667 $14,894,088

—Number 85 38 26 5

! Less than 0.01 percent.



Appendix table 2-Common-size balance sheets for mixed farm supply cooperatives, 1999

Cocperative size
Ttem Small Medium Large Super
Percent of total assets

Assets
Current assets
Cash and cash equivalents 1.23 5.87 4.08 3.41
Accounts receivable 16.06 11.48 12.45 11.53
Trventories--grains and oilseeds 3.77 2.91 4.55 7.96

--farm supplies 18.41 14.70 13.19 13.37
Prepaid expenses 0.46 0.62 0.51 0.56
Other current assets 2.88 3.59 0.78 5.70
Total aurrent assets 42.81 39.17 35.56 42.53
Investments and other assets
Investments 36.29 26.28 26.57 25.36
Other assets 0.37 2.71 4.39 2.78
Net property, plant, and equiprent 20.53 31.84 33.48 29.33
Total assets 100.00 100.00 100.00 100.00
Liabilities and owner equities
Qrrent ligbilities
Aurrent portion of lag-term debt 2.25 2.58 2.29 1.77
Notes payable-seasonal 9.32 4.52 5.88 8.70
Accounts payable 9.42 8.32 6.11 6.84
Patrans credit balances & other ligbilities 1.31 7.10 7.50 9.70
Accrued taxes 0.00 0.40 0.52 0.47
Accrued expenses 1.86 1.18 2.26 2.29
Patronage refunds (cash) 0.82 1.02 1.03 1.07
Tl arrat lidailities 24.98 25.12 25.59 30.84
Long-term debt 4.97 11.58 17.05 12.51
Total ligbilities 29.96 36.70 42.64 43 .35
Owner equities
Allocated equity 49.74 41.64 45.29 45.51
Unallocated equity 20.31 21.66 12.07 11.14
Total owner equities 70.05 63.30 57.36 56.65
Total liabilities and ower equities 100.00 100.00 100.00 100.00
Based an total assets of: $1,265,428 $3,789,366 $8,311,432 $17,431,572
-Number 7 15 16 16




Appendix table 3-Common-size balance sheets for mixed marketing cooperatives, 1999

Cocperative size

Ttem Small Medium Large Super

Percent of total assets

Assets

Current assets

Cash and cash equivalents 25.55 7.88 1.86 3.34
Accounts receivable 9.29 11.23 13.87 8.65
TInventories--grains and oilseeds 8.82 11.15 9.83 17.61

--farm sugplies 9.11 11.09 9.34 10.37
Prepaid expenses 0.86 1.70 0.79 0.48
Other current assets 4.92 6.64 7.77 9.76
Total current assets 58.55 49.69 43.46 50.21

Investments and other assets

Investments 22.82 24 .54 24.64 20.67
Other assets 0.00 1.16 1.10 1.40
Net property, plant, and equipment 18.63 24.61 30.80 27.72
Total assets 100.00 100.00 100.00 100.00

Liabilities and owner equities

Qorent liabilities

Aurent portion of lag-term debt 0.46 2.09 1.63 4.58
Notes payable-seasonal 2.67 4.51 9.85 14.92
Accounts payable 2.21 6.48 5.57 4.53
Patrans credit balances & other liabilities 7.98 17.42 12.67 14.79
Accrued taxes 0.22 0.54 0.78 0.86
Accrued expenses 0.79 0.92 1.03 1.45
Patronage refunds (cash) 0.97 1.03 1.15 1.26
Toal arrat lighilities 15.30 32.99 32.68 42.39
Long-term debt 0.23 4.38 7.13 8.30
Total lisbilities 15.53 37.36 39.81 50.69
Owner equities
Allocated equity 55.56 38.22 39.15 34.66
Unallocated equity 28.91 24 .42 21.04 14 .65
Total owner equities 84 .47 62.64 60.19 49.31
Total liabilities and owner equities 100.00 100.00 100.00 100.00
Based an total assets of: $1,572,889 $3,718,720 $6,200,072 $20, 056,164
-Number 6 13 14 24
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Appendix table 4-Common-size balance sheets for marketing cooperatives, 1999

Cooperative size
Ttem Small Medium Large Super
Percent of total assets

Assets
Current assets
Cash and cash equivalents 9.89 0.88 7.09 2.75
Accounts receivable 8.32 9.82 5.57 6.42
Trventories--grains and oilseeds 13.88 14.29 17.56 18.12

--farm sugplies 6.42 5.49 13.17 8.76
Prepaid expenses 2.34 0.26 1.51 0.46
Other current assets 8.58 8.96 10.28 11.31
Total current assets 49.43 39.70 55.18 47.82
Investments and other assets
TInvestments--other cooperatives 22.61 18.55 9.74 20.53
Other assets 1.87 0.05 0.30 0.80
Net property, plant, and equipment 26.09 41.70 34.78 30.85
Total assets 100.00 100.00 100.00 100.00
Liabilities and owner equities
Qrrent liabilities
Current Portion of lang-term debt 0.19 3.14 3.57 4.94
Notes payable-seascnal 4.23 6.39 1.71 7.37
Accounts payable 3.26 4.52 10.31 5.37
Patrans credit balances & other liabilities 12.56 9.03 22.49 19.63
Accrued taxes 0.37 0.70 0.29 0.58
Accrued expenses 0.44 0.99 0.86 1.36
Patronage refunds (cash) 0.95 1.26 0.98 0.96
Toal arrat liskilities 22.00 26.03 40.21 40.21
Long-term debt 3.01 11.36 14.21 12.63
Total lisbilities 25.01 37.39 54 .42 52.84
Owner equities
Allocated equity 58.69 28.82 30.47 32.26
Unallocated equity 16.30 33.79 15.11 14.90
Total owner equities 74.99 62.61 45.58 47.16
Total liabilities and owner equities 100.00 100.00 100.00 100.00
Based an total assets of: $1,572,889 $3,386,535 $4,152,686 $18,373,629
—-Number 6 3 4 13




Appendix table 5-Abbreviated income statement as a percent of net sales for farm supply cooperatives, 1999

Cooperative size

Ttem Small Medium Large Super

Percent of net assets

Net sales 100.00 100.00 100.00 100.00
Cost of goods sold 82.26 81.19 79.24 81.02
Gross margin 17.74 18.81 20.76 18.98
Service and other income 4.51 4.39 3.62 3.84
Gross revenue 22.25 23.20 24.38 22.82
Expenses
Employee? 11.43 11.36 12.57 11.46
Administrative? 1.34 1.16 1.08 0.79
General? 4.77 4.9% 5.48 5.16
Depreciation 2.73 3.14 2.62 2.90
Interest 0.53 0.99 1.06 1.06
Bad debts 0.35 0.24 0.16 0.03
Total expenses 21.13 21.85 22.97 21.40
Local savings 1.11 1.35 1.41 1.42
Patronage refunds received 2.41 2.62 2.08 2.06
Savings before incore taxes 3.52 3.97 3.49 3.48
Less income taxes 0.24 0.30 0.29 0.24
Net income 3.28 3.67 3.20 3.24
Based on sales of: $2,536,616 $6,643,042 $13,216,636 $23,585,707

! Hmployee expenses include salaries and wages, payroll taxes, employee insurance, unemployment compensation, and pension expense.

2 Administrative costs include professianal services, office supplies, telephane, meetings ard travel, donations, dues and subscriptians,
directors' fees and expense, and ammual meetings.

3 General expenses include advertising and promotion, delivery (auto and truck), insurance, property, business and other taxes and licenses,
rent and lease expenses, plant supplies and repairs, repairs and meintenance, utilities, miscellanecus, and other.
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Appendix table 6-Abbreviated income statement as a percent of net sales for mixed farm supply cooperatives,

1999
Cooperative size
Ttem Small Medium Large Super
Percent of net assets

Net sales 100.00 100.00 100.00 100.00
Cost of goods sold 88.38 85.70 83.97 83.73
Gross margin 11.62 14 .30 16.03 16.27
Service and other income 4.05 7.26 5.89 5.78
Gross revenue 15.67 21.56 21.92 22.05
Expenses
Employee? 8.05 9.88 10.92 10.29
Administrative? 1.22 0.98 1.07 0.94
General? 3.49 5.66 5.62 5.52
Depreciation 1.44 2.59 2.62 2.61
TIrterest 0.73 0.94 1.13 1.16
Bad debts 0.14 0.18 0.05 0.11
Total expenses 15.08 20.23 21.43 20.63
Local savirngs 0.60 1.34 0.49 1.43
Patronage refunds received 1.26 1.58 1.90 1.75
Savings before incore taxes 1.86 2.92 2.39 3.18

Less income taxes 0.12 0.20 0.10 0.28
Net income 1.74 2.72 2.29 2.90
Based an sales of: $2,738,617 $6,936,308 $13,332,550 $31,256,467

1 Hmployee expenses include salaries and wages, payroll taxes, employee insurance, unemployment compensation, and pension expense.
2 Administrative costs include professional serxvices, office supplies, telephone, meetings and travel, donations, dues and subscriptions,

directors' fees and expense, and ammual meetings.
3 General expenses include advertising and promotion, delivery (auto and truck), insurance, property, business and other taxes and licenses,

rent ard lease expenses, plant supplies and repairs, repairs and maintenance, utilities, miscellanecus, and other.
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Appendix table 7-Abbreviated income statement as a percent of net sales for mixed marketing cooperatives,
1999

Cooperative size

Ttem Small Medium Large Super

Percent of net assets

Net sales 100.00 100.00 100.00 100.00
Cost of goods sold 91.68 91.20 92.23 91.73
Gross margin ; ; ﬁ ;
Service and other income 6.40 4.98 5.25 5.49
Gross revenue 14? 13—78 13—02 13—76
Expenses
Employee? 6.14 5.89 5.36 5.46
Administrative? 0.81 0.64 0.50 0.45
General? 4.53 3.49 3.75 3.90
Depreciation 1.79 1.88 1.87 1.79
Interest 0.12 0.53 0.72 0.79
Bad debts 0.08 0.16 0.12 0.07
Total expenses 13: 123 12: 12.—45
Local savings 1.25 1.19 0.71 1.31
Patronage refunds received 0.42 1.45 1.45 1.16
Savings before incore taxes 1—67 2—64 2—16 ;
Less income taxes 0.04 0.25 0.21 0.22
Net income 1—63 2—39 1—95 2—25
Based on assets of: $3,031,967 $7,659,546 $14, 099, 985 $46,800,267

! Enployee expenses include salaries and wages, payroll taxes, employee insurance, unemployment compensation, and pension expense.

2 Administrative costs include professianal services, office supplies, telephone, meetings and travel, domations, dues and subscriptians,
directors' fees and expense, and ammwal meetings.

3 General expenses include advertising and promotion, delivery (auto and truck), insurance, property, business and other taxes and licenses,
rent and lease expenses, plant supplies and repairs, repairs and maintenance, utilities, miscellanecus, and other.
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Appendix table s-Albbreviated income statement as a percent of net sales for marketing cooperatives, 1999

Cooperative size
Ttem Small Medium Large Super
Percent of net assets

Net sales 100.00 100.00 100.00 100.00
Cost of goods sold 93.51 93.93 94 .14 93.19
Gross margin 6.49 6.07 5.86 6.81
Service and other income 4.04 6.02 3.89 4.11
Gross revenue 10.53 12.09 9.75 10.92
Expenses
Employee? 3.88 4.63 3.48 4.05
Administrative? 0.58 0.54 0.34 0.31
General? 3.47 3.40 2.72 3.25
Depreciation 1.77 2.13 1.57 1.58
Trterest 0.31 0.40 0.47 0.82
Bad debts 0.08 0.02 0.07 0.05
Total expenses 10.11 11.12 8.67 10.06
Local savings 0.41 0.97 1.07 0.85
Patronage refunds received 1.02 1.30 0.53 0.95
Savings before income taxes 1.43 2.27 1.60 1.80

Less income taxes 0.05 0.21 0.14 0.19
Net income 1.39 2.06 1.46 1.61
Based an sales of: $3,545,504 $7,357,734 $12,721,337 $46,160,446

1 Hmployee expenses include salaries and wages, payroll taxes, employee insurance, unemployment compensation, and pension expense.
2 Administrative costs include professional services, office supplies, telephone, meetings and travel, donations, dues and subscriptions,

directors' fees and expense, and arrwal meetings.
3 General expenses include advertising and promotion, delivery (auto and truck), insurance, property, business and other taxes and licenses,

rent and lease expenses, plant supplies and repairs, repairs and maintenance, utilities, miscellanecus, and other.
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U.S. Department of Agriculture

Rural Business-Cooperative Service
Stop 3250
Washington, D.C. 20250-3250

Rural Business-Cooperative Service (RBS) provides research,
menagement, and educational assistance to cooperatives to
strengthen the economic position of farmers and other rural
residents. It works directly with cogperative leaders and
Federal and State agencies to improve organization,
leadership, and operation of cooperatives and to give guidance
to further development.

The cooperative segment of RBS (1) helps farmers and other
rural residents develop cooperatives to dbtain supplies and
services at lower cost ard to get better prices for products they
sell; (2) advises rural residents on developing existing
resources through cooperative action to enhance rural living;
(3) helps cooperatives improve services and cperating
efficiency; (4) informs members, dirvectors, employees, and the
public on how cooperatives work and benefit their members
and their coomunities; and (5) encourages internaticnal
cooperative programs. RBS also publishes research and
educational materials and issues Rural Cooperatives magazine.

The U.S. Department of Agriculture (USDA) prohibits
discrimination in all its programs ard activities an the basis of
race, colar, ratiawl origin, gender, religion, age, disability,
political beliefs, sexual orientation, and merital or family
status. (Not all prchibited bases apply to all programs.)
Persons with disabilities who require altermative means for
camunication of program information (braille, large print,
audiotape, etc.) should contact USDA’s TARGET Center at
(202) 720-2600 (voice and TOD) .

To file a complaint of discrimination, write USDA, Director,
Office of Civil Rights, Room 326-W, Whitten Building, 14th and
Independence Avenue, SW, Washington, D.C. 20250-9410 or
call (202) 720-5964 (voice or TOD). USDA is an equal
opportunity provider and employer.




